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on the aoth July. War, involving enormous borrowing opera-
tions by belligerent governments, would depreciate existing
investments to a great and unknown extent. But even apart
from that, traders and others, with pecuniary obligations
approaching, feared that the ordinary processes of payment
might be interfered with, and hastened to raise ready money
by the sale of the most marketable assets they possessed.

A very great part of these obligations was due from traders
abroad to financial houses in London, especially from those
who had to provide the means of meeting bills drawn on London
banks or accepting houses on their account. As fast as securities
were sold on the Continental Bourses or in New York, the
greater part of the proceeds had to be remitted to London.
The foreign exchange market broke down under the strain.
It became almost impossible to transmit funds to London,
first from New York (s8th July) and soon afterwards from any
part of Europe or indeed of the whole world. The sales of the
securities themselves became concentrated upon the London
Stock Exchange, which gave way under overwhelming pressure
and on the 3ist July was closed.

People abroad with debts to pay in London were thus de-
prived of every resource by which they could provide the neces-
sary cash. The accepting houses, dependent on the regular
remittance of money from abroad for the punctual payment
of the bills they had accepted, saw the prospect of their capital
being engulfed in a week and thereafter bankruptcy. Dealing
in bills became impossible.

By the sist July the joint-stock banks were in a state of panic.
Their liquid resources, bills and investments, were frozen up.

The money they had lent to the discount houses was secured
on bills. Bills, even bearing the most honoured names, had all
become open to suspicion. Nevertheless, the Bank of England
was taking them, and the joint-stock banks proceeded to call
up their money while there was yet time and drive the discount
houses to the Bank of England. Bank rate was raised on Friday
the 3 ist July from 4 per cent, to 8.

Meanwhile the panic of the bankers was showing itself in